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Earnings in 1938 and 1942—Coal Wages and Prices 


SHIPPING—THE BOTTLENECK 


Shipping commitments of the Allied Nations have increased with 
Japan’s entry into the war and with organised supplies to Russia. 
Shipbuilding, particularly in the U.S.A., is on the increase but behind 
schedule, and will not reach the target peak in the near future. Shipping 
losses for the first half of1942 are grievous,(according toAmerican sources, 
far worse than in the worst month of this war) ; in American waters and 
in the Pacific and Indian Oceans greater than on the Atlantic route. 
Losses in recent months seem to have exceeded additions to the merchant 
fleet. Even discounting statements such as that of the American 
journal ‘ Iron Age,’ that finished war goods are piling up at the docks of 
both coasts and at inland war plants for lack of shipping, it is clear that 
the rapid expansion of American war output makes it imperative to 
speed up its transport to battle areas. The battle for seaborne supplies 
is, and will remain in the coming months, a decisive factor in Allied 
economic strategy, and will greatly influence military strategy, as recent 
British-American discussions indicated. To make the most economical 
use of shipping is therefore of the greatest importance at this stage of 
the war. 

Three main lines of policy are generally envisaged to relieve the 
strain on shipping resources: (1) better protection of merchant ships 
plying in the seven seas by escorts and extended patrols ; (2) a speeding 
up of new construction and repairs ; (3) the saving of shipping space by 
adjusting the economic policy of Allied countries to this bottleneck. 
The first two seem to have been among the main topics of the discussion 
between Churchill and Roosevelt, and will not concern us here. Some 
aspects of the third one, the contribution of economic policy towards 
relieving the shipping bottleneck, will be discussed in the following 
paper. But we shall disregard the important questions of organisation, 
in particular the interlocking of the responsibilities of the Interallied 
Shipping Board with the conflicting policies of the Service and Civil 
Departments in the two main countries. The newly established ‘ Com- 
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bined Production and Resources Board ’ and the ‘Combined Food Board’ 
may lighten to some extent the formidable task of inter-allied shipping 
authorities, provided (which seems doubtful) they have sufficient 
executive power over all other departmental decisions, and bear the ship- 
ping bottleneck constantly in mind. Better organisation In itself will, 
however, not deliver the goods if the principles of policy are undefined 
and not strongly impressed on the supply departments. 

If shipping is the limiting factor, and if it is desired to secure the 
maximum flow of arms to the battle field not in 1944 but in 1942 and 
1943 with a declining or slowly growing merchant fleet, a saving in 
shipping may be attempted on three main lines: (1) Imports of un- 
essential goods may be drastically curtailed, whereby past notions of 
the degree of essentiality must be revised in the light of the present 
emergency. (2) Dense and concentrated goods may be substituted for 
bulky goods as far as possible ; this applies particularly to raw materials 
and civilian goods, food in particular. (3) The distribution of arms 
production between the Allied Nations may be adjusted so as to 
minimise shipping. 

Little can be said about the last case. The recent decision to specialise 
on fighter production in Britain while the U.S.A. concentrate on bom- 
bers which can in some cases be flown to the battle areas, requiring only 
shipments of spare parts, is a good example of a division of labour which 
saves shipping space. The concentration of shipbuilding in the U.S., 
though presumably dictated by other motives, could be cited as another 
instance. Agreements on types and speedy standardisation of parts 
would obviously operate in the same direction. Weapons requiring 
large quantities of bulky raw materials of which a considerable part is 
wasted in the production process (e.g. ores), and a small value added, 
should be manufactured near the location of raw materials provided that 
the final product is not extreinely bulky. As far as production facilities 
overseas permit, Britain should import alumina not bauxite, or at least 
highly concentrated ores or semi-manufactures instead of ores with a 
low metal content. This has not been neglected in the past, but greater 
savings are possible, particularly as before America’s entry into the 
war Britain could not fully adopt such a policy for security reasons. 
Even now the possibilities are limited, though by no means negligible. 
But the matter is a highly technical one and requires adjustment of 
production facilities both here and overseas which may not be practic- 
able to a great extent in the very short run. 

The policy of substitution of concentrated goods for bulky goods, 
which has some scope in the armament sector, can be applied, however, 
over the whole field of raw materials and foodstuffs. Bulk reduction 
by concentration is one obvious line; the second—the replacement 
of bulky goods by different goods of higher density A few examples 
from the food front may illustrate the two methods. Meat has been 
imported hitherto either frozen or tinned. Refrigerator ships are in 
short supply, and tin has become a scarce material. Tin could be saved 
by replacing the tin-wasting small containers by large containers, (tin 
consumed increases with the square, when the volume is cubed), or by 
replacing tin altogether, if health reasons permit, by other packing 
material. De-hydration promises to save even more shipping space : 
By reducing the moisture content of the meat its weight and bulkiness 
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are reduced and at the same time the problem of packing materials is 
solved. To provide the principal meat suppliers with de-hydrating 
equipment may turn out to be a major contribution to ‘ shipbuilding ’ 
or ‘ shipping ’ in the medium run. The powdering of eggs and milk has 
been adopted in the past, and might be supplemented if possible, by 
concentrating oranges and other vitamin concentrates, by de-hydration 
of vegetables and so forth. To import pills, powders and dry goods and 
to add the water here is obviously to save shipping (and inland trans- 
port and storage) without lowering the objective standard of nutrition. 

The same applies to the substitution of high quality foods for bulky 
foods. Bread consumption increased considerably when meat and 
cheese supplies were reduced. But cereals are very bulky imports. 
If it were possible to reverse the trend shipping would be relieved. 
Again, the policy was inaugurated long ago but now needs speeding up 
and special measures here as well as in America. Cheese supplies from 
U.S.A. seem to have been determined on the basis of extended out put 
without substantial reduction in American consumption before Decem- 
ber 1941. There seems to be a case now for rationing cheese and, if 
necessary, meat in U.S.A. to free greater quantities for Britain and 
Russia. American deficiencies may partly be made good by return 
freights of dairy products from New Zealand and Australia. To put it 
harshly, the Americans should live more on wheat and the British more 
on cheese and meat. Shifts in production to implement such a policy, 
and shifts in consumption habits enforced by rationing, imply sacrifices 
on the part of the Americans; but it may be argued that both the 
shipping situation and the war situation require them. 

But Britain cannot come off scot-free, and drastic sacrifices must be 
asked of the population to relieve the shipping situation. Britain is 
the best fed, best clothed nation of Europe, and next only to America, 
in the world. She enjoys a standard of living in other fields (fuel, 
household goods, smoking etc.) which is unheard of in any other belliger- 
ent country except U.S.A. and Canada. Considerable reductions are 
indispensable in order to save shipping space, and can be secured 
without undue hardship both in the food and in the non-food sectors. 
A few hints will be sufficient to illustrate this point. 

If the Americans are asked to eat less cheese and more bread, the 
British may be asked to eat less bread and cake and more home-grown 
potatoes. Such a demand will clearly necessitate the introduction—or 
rather the systematic application—of differential rationing, giving more 
of certain categories of food, for instance bread or meat, to some groups 
of workers than to other people. The importance and implications of 
differential rationing will be discussed more fully in the next BULLETIN. 
But some instances may be given to show the possibilities. It would 
appear practicable to reduce the clothes ration to save shipping space.* 
A uniform reduction of clothing points would cause hardships for the 
lower income groups and for the youngsters, while the stocks possessed 
by the more well-to-do might allow almost a 100 per cent. cut without 
causing undue hardship for a certain period. On the other hand, the 
middle and upper classes would feel a uniform fuel ration more than the 
lower classes. Sir William Beveridge’s idea of permitting the use of 


1 It is estimated that cloth rationing saved 250,000 tons of shipping space annually. 
(Manchester Guardian, 18 May, 1942.) 
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clothing coupons for fuel purchases (in the case of older people) may 
well be capable of wider application and may be operated the other 
way round too. The poor could use excess fuel coupons for buying 
clothes, the rich clothing coupons for buying fuel. Such a combined 
rationing by points would perm‘t avoidance of differential rationing of 
each group taken separately, and it should be possible to devise a scheme 
which saves imports of clothing materials and does not throw coal con- 
sumption out of gear. Alternatively licences for individual purchases 
(on the continental model) may be introduced for clothes and household 
goods which in effect would also amount to differential rationing. 

But the net saving obtained by differentiating according to needs must 
in many cases be supplemented by some general cuts. It is not generally 
known that sugar equivalent to the personal sugar ration of the whole 
population is grown in this country; but about a million tons of sugar? is 
imported for other purposes. As cake and sweets figure largely in the 
consumption of sugar, cake rationing seems to be overdue. Various 
other instances could be given and it seems regrettable that a separate 
‘Combined Food Board’ has been established while shipping questions 
are the main domain of the Combined Resources Board. Lord Woolton 
more than anybody else could assist the shipping authorities by strict 
husbanding of his stocks and resources.? 

In the non-food sector potential economies are almost equally large. 
We have already referred to textile materials and ores. But timber is 
looming even larger on the import side and calls for strictest economy, 
and the allocation of timber by the Control and a survey of its 
uses may reveal sources of economy. A tightening up of waste 
collection of paper and rags but equally of all other materials might 
also add appreciably to home supplies; and finally a_ substantial 
reduction of advertising would certainly not affect the standard of 
living in this country nor impair the war effort and still save thousands 
of tons of shipping.? The recent restrictions in petrol consump- 
tion — adopted rather later in view of the tanker ‘situation— and 
the insistence on fuel economies in industry should set the pace for 
economies in all other important materials, especially those which 
require shipping. Home produced substitutes (plastic, straw etc.) 
should help to mitigate the cuts which have to be made. 

To work out more detailed plans requires more data on imports, 
shipping capacities and strategic plans than are available; but the main 
principles are clear. Beginnings have been made in all directions to 
adjust the allied countries to the shipping bottleneck. To carry them 
out rigorously and speedily is the immediate task ahead. 

The main conclusions of this survey on the general layout of the problem 
would seem to be: (1) the greatest and most immediate saving in 
shipping space can be obtained by concerted action of the Ministry of 
Food and the Board of Trade mainly by the following methods: (a) 


1 Sugar has a high calorie value per ton of shipping. Rather than to add it to cake 
made from imported wheat or flour it may be used to increase the personal ration. 
arya re ee ee LN anh supplies of fresh vegetables, milk, and other 
unrationed goods the total food points have not been greatly red igh 
concern to the shipping authoritits. “aeiddovins, nikeaaeeeine 
3 Some of the financial implications of a cut in advertisi i 
Resta tak vertising have been discussed 
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a drastic cut of unessential imports which neither help the war effort nor 
maintain the standard of living (e.g. paper for advertising) ; (b) areduction 
in civilian supplies accompanied by wider differential rationing; (c) a sub- 
stitution of concentrates (food, ore etc.) for bulky goods, combined with 
suitable price adjustments, to enable everybody to buy his ration, and 
a drive for increased home supplies (potatoes for cereals, paper etc.) 
(2) the next biggest but not immediately realisable source of saving 
would seem to be the production departments. Shifts in production 
facilities and specialisation take time in the industrial and raw material 
sector and even more in the agricultural sector.t_ But the setting up of 
new plants should be carefully scrutinised in view of the shipping situa- 
tion and desirable transfers of plant and specialisations should be in- 
itiated in order to reap the benefit in shipping relief in six or twelve 
months’ time. Adjustments in the armament sector (specialisation on 
types of weapons and standardisation of parts), though important, will re- 
quire more time, particularly as the readjustment must not be allowed to 
slow down current arms output appreciably. In the long run, however, 
it should give good results. : 

Expectations of reduced losses, whether justified or not by the events 
of the next nine months, and the steady expansion of new construction, 
can in the most favourable circumstances not dispense with the task 
of the Combined Resources and Food Board to save shipping space by 
proceeding speedily and by action, rather than by persuasion, along all 
three lines outlined above. 

F. BURCHARDT. 


THE UNITED STATES WAR ECONOMY 


1. THE PROGRESS OF THE DEFENCE PROGRAMME 

In a previous article in this BULLETIN? it was estimated that the 
United States could, by increasing the employment in non-agricultural 
establishments to about 39 millions, increase her income so as to provide 
a gross saving of about $35—~40 billions. Though this is probably not 
the maximum, the revision of defence plans since, which brings the rate 
of defence expenditure up to $70 billions at the end of 1942, makes it 
certain that ‘voluntary’ savings will be insufficient to finance expenditure 
at thisrate. This article surveys the probable development in this year. 

It appears from employment estimates given by the Department of 
Labour that in the current year the United States will rely for the vast 
increase in defence employment to a very high degree on a shift of labour 
from civilianemployment. As the following table shows, a considerable 
shift had occurred already by the last quarter of 1941. Between the last 
quarter of 1941 and the last quarter of 1942 the defence employment is 
to increase from 5 million to 15 million; about 7} million is to result 
from a reduction in civilian employment, and only 24 million from an 
increase in total employment. 

The employment planned for the end of 1942 could be regarded as 
‘ full employment’ only in the following sense: If we add to the 37 


1 Agricultural policy in relation to shipping was discussed in Buttetin Vol. 3, 


No. 12, and Vol. 4, No. 6, but deserves renewed attention. 
2 Vol. 4, No. 1. 
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TABLE [? 
3rd quarter 4th quarter 4th quarter 
1941 1941 1942 
millions of persons 


Employees in non-agricultural 


establishments, total J: 34.2 34.7 37, 
Defence employment me 3.8 5.3 15 
Civilian employment ane 30.4 29.4 22 


million shown in the table the number of farm workers, proprietors, 
domestic servants etc., which was 14.7 million last year and is assumed 
to decrease by 1 million, we get a total of 51 million; adding to this an 
allowance of 5 million for the armed forces, the total is brought to 56 
million. Compared with the population of working age, this represents 
about the same proportionate employment as that reached in 1929.” It 
is, however, plausible to assume that this is not the maximum propor- 
tionate employment which would be attainable in wartime. In 
particular there will be reserves of woman-power which in a normal 
boom remain unused. The question of their mobilisation so far does not 
seem to be acute ; no registration has been ordered for women (men in 
the age groups 18 to 65 had to register). The proportion of women in 
defence employment seems to be about 10%. The employment con- 
templated for the end of 1942 is thus not full employment in the strict 
sense ; there are remaining reserves which could be used for civilian 
employment, unless the requirements for defence are greater than 
estimated. That, in fact, a great shift from civilian employment is 
planned, while reserves of labour are still available, is due to the scarcity 
of raw materials and of equipment. 

To illustrate the prospective cut in consumption the development of 
national income must be taken as a starting point. At the beginning of 
1942 the gross national product of private enterprises probably was at 
the rate of about $115 billions, distributed between consumption ex- 
penditures of $80 billions, and gross savings of about $35 billions. This 
gross product, and the saving out of it, is bound to increase not only on 
account of a further rise in total employment, but also on account of the 
shift of labour to heavy industries where productivity is higher. It 
may be assumed, therefore, that gross savings at the end of 1942 will be 
at the rate of about $40 billions. The Government expenditure at the 
end of 1942, however, will be at the rate of $75 billions ($70 billions 
defence expenditure and $5 billions civilian expenditure). Revenue 
will be at the rate of $27 billions ($18 billions at the present rate of 
taxation and $9 billions additional taxation contemplated by the 
Treasury). The budget deficit will thus be at the rate of $48 billions. 
To this must be added the amount of indispensable civilian investment 
(probably $5 billion). The savings required to finance both the deficit 
and the private investment will therefore be $53 billions, as against a 
voluntary saving of $40 billions which should be forthcoming with the 


1 Survey of Current Business, February 1942. 

*See A. H. Hansen, Review of Economic Statistics, May 1941. 

* This is within the range of the estimate of $35 to 40 billions given in the previous 
article, though a higher employment was assumed there. It must be noted, however, 
that the estimate was conservative, and that it was in terms of 1941 prices. 
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assumed level of employment at the end of 1942. There will then be a 
gap of $13 billions. A cut in consumption is therefore unavoidable. 

The necessity of this cut is weighing heavily on the Administration, 
but the solution is still thought of in terms of taxation, with the result 
that the errors of financial policy in Great Britain are faithfully repeated 
in the proposals and counterproposals of the various groups. Congress 
is said to favour a general sales tax, which conflicts directly with the 
aim of price stabilisation, and is open to objections on social grounds. 
The Treasury in its opposition to the sales tax has been driven to revise 
its income tax proposals, and now envisages a lowering of the exemption 
limit from $1,500 to $1,200 for married persons (from $750 to $600 for 
single, $400 to $300 for dependents). The same troubles are bound to 
arise from the taxation of lower incomes as those experienced in Great 
Britain; it will weaken the incentive to workers in the case of overtime, 
and complicate the administration of income tax collection and the 
contribution to the necessary cut in consumption is anyhow insufficient : 
as shown above with the contemplated new tax bill the deficit will still 
be too large to be financed out of ‘ voluntary’ savings. 

The total defence expenditure for the calendar year 1942 will probably 
be about $50 billions, as compared with $12.5 billions in the 
calendar year 1941. Of last year’s expenditure, something like $3 
billions was for plant facilities, $1.8 billion for military and naval 
construction, and a further amount was spent on army pay, food-stuffs 
for lease and lend etc.; the output of finished armaments was therefore 
not a high proportion of the total. Ships and aircraft produced were 
about $3 billion, and the total output of finished armaments can hardly 
have been more than $5 billion. In 1942, construction for defence 
purposes will be $10 billion; taking into account army pay, food for 
lease and lend etc., the output of finished armaments may well amount 
to something like $30 to $35 billion out of the total of $50 billion. 
It is important to realize the relatively small magnitude of finished arms 
output in 1941, because it gives an idea of the tremendous rate of 
expansion ; according to the above figures it would appear that finished 
armament output is to increase six or sevenfold between 1941 and 1942. 
It is this high rate of expansion which explains the difficulties in the raw 
material situation, because it leaves no sufficient time for an expansion 
of facilities for raw material production, and in the meantime the 
requirements for capacity expansion and those for finished armaments 
are both drawing on the scarce raw material supply. 

The expansion in output may be illustrated in two particular cases. 
The number of aircraft produced in 1941 was about 20,000. The 1942 
target is three times as great. The number of combat planes will 
increase proportionally more than that of all planes. 

Deliveries of merchant shipping in 1941 amounted to 780,000 tons. 
The aim for 1942 was given as 8 million tons (later revised to 9 million 
tons). It is in shipbuilding that the fulfilment of the plans encounters 
the greatest difficulty. Launchings were behind schedule at the 
beginning of the year, and deliveries are lagging behind launchings. 
The main reasons for the difficulties are the scarcity of steel plate and of 
skilled labour and the limited capacity of shipyards. 


1Probably half of them training planes. 
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Steel output in 1941 was 83 million tons, an output which was only 
achieved by the unusually high scrap consumption of 60 million tons. 
An expansion of blast furnace capacity by several millions is on the way. 
In the first 4 months of 1942 steel output was 4% higher than in the 
corresponding period of 1941. Output increases very slowly owing to 
difficulties of scrap collection which is so far carried out on a purely com- 
mercial basis, the main incentive for collection being high scrap prices. 
A major bottleneck has developed in the production of steel plates. 


II. PRIORITY AND SUPPLY ORGANIZATION 

Priorities were first introduced in the autumn of 1940. The original 
system was that of issuing priority certificates to producers of finished 
armaments, with different preference ratings for various kinds of arms. 
At the same time materials and equipment which became scarce were 
placed under priority control, ie. producers were required to accept 
orders for which priority certificates were given, and fill them before 
others. The priority control was successively extended to more 
materials and kinds of equipment, as scarcities became apparent, in the 
course of 1941. For each controlled material, the amount of the supply 
covered by priority certificates increased; priority certificates were 
issued also for capital equipment, both for armament and for essential 
civilian production. The growing complication of the system was 
counteracted by the introduction of ‘blanket ratings’: i.e. whereas 
originally the purchaser of the scarce material had to apply for a 
priority certificate for a definite quantity of a given material, he could 
now get a blanket rating covering any quantity of the materials he 
required for essential production!. In some cases the full supply of the 
material was covered by priority certificates so that there was full 
allocation. The system was partly supplemented by direct restriction 
of output of non-essential industries, and by a cut in supply of certain 
materials to non-essential industries. These measures were mostly 
adopted rather late, and the priority system developed into full alloca- 
tion only slowly, step by step, under the immediate threat of scarcities. 
The consequence was that a considerable accumulation of scarce mater- 
ials in the hands of private manufacturers took place when it was still 
possible to get them without priority certificates. The result was thus 
similar in its effects to a delayed and hesitant introduction of rationing 
of consumers’ goods ; valuable material was squandered away. It is 
true that the stocks in private hands can still be requisitioned for essen- 
tial use, but that is undoubtedly more difficult than an earlier adoption 
of full control and allocation would have been. 

At the top the supply organization has also developed slowly, and 
this is probobly one important reason for the earlier weakness of the 
priority system. The first priorities were settled by the Priorities 
Committee under the National Defence Advisory Council. The latter 
was superseded by the Office of Production Management in January 
1941, which was responsible for defence production ; side by side with 
this O.P.M. existed the Office of Price Administration and Civilian 
Supply. From the division of responsibilities for defence and civilian 
production resulted the well-known priority difficulties, which led to the 

1 In consequence of a decision taken in March 1942 blanket ratings have been 


largely abolished in the meantime, and manufacturers must now apply for definite 
quantities of materials. 
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establishment of the Supply, Priorities, and Allocation Board (August 
1941). This body was to settle all questions of allocation. In January 
1942 finally the War Production Board under the Chairmanship of Mr. 
Nelson was set up. 

It seems, however, that this new supply organisation is very far from 
centralised planning, and reveals a degree of resemblance to the British 
Organization. The Congress Committee headed by Mr. Tolan in its 
report makes a number of recommendations which are similar to those 
made in this country.!_ It recommends that there should be a single 
procurement agency for Army, Navy, Maritime Commission and Lease 
and Lend agency; at present these agencies are placing contracts 
separately. It further recommends that an inventory of industrial 
facilities, raw material and labour should be made and kept up to date. 
The W.P.B. should allocate production goals to important industries 
and regions, instead of dealing with individual plants; the industrial 
and regional boards would then be responsible for the efficient production 
within the industry or region.2 It is natural to assume that these 
recommendations arose out of experience similar to that obtained in 
this country. The report confirms this ; it maintains that the appoint- 
ment of Mr. Nelson has not changed the ineffective procurement system, 
and blames the limited production experience of supply branches of the 
armed forces. It further blames ‘a tendency to permit the major 
corporations to determine the extent to which they could subcontract 
and to choose subcontractors with which they are affiliated financially,’ 
a tendency which worked against the employment of small firms. 

It appears that the American defence production has'so far relied to a 
high degree on private initiative (an example of this is the conversion of 
non-essential industries). One reason for this was the advantage of 
large-scale production which could only be used by large firms, the 
amount of technical experience in possession of these firms, and the 
relative abundance of resources in general. The strain which the high 
rate of expansion is bringing about this year will probably enforce a 
higher degree of interference and planning. 

J. STEINDL. 


CONCENTRATION IN RETAIL DISTRIBUTION 


The third report of the Retail Trade Committee and the first con- 
taining positive suggestions* has been published after more than a year’s 
deliberation. The necessity of concentrating non-food retail distribu- 
tion has been accepted and a plan has been worked out to facilitate it. 
The Committee does not envisage a planned general pooling‘ of the 
retail trade, on the basis of principles worked out centrally and executed 
locally, with due full compensation to the unlucky shopkeeper who must 
be eliminated because he can best be used for the national effort in 


1See Financial and Commercial Chronicle, March 19, 1942. ; 
2 Compare with this the proposals of the Select Committee, and this BULLETIN, 


Vol. 3, No. 12. cee ; “ee ee 4 
8 The first merely recommended a restriction of entry into retail-distribution and 


the freezing of the character of existing businesses. nd : 
4 Pooling either in the sense of complete pooling by localities or pooling of two or 


more shops. 
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other spheres. What they elaborate is a scheme ‘to facilitate voluntary 
withdrawals (from business) during the period of emergency.’ True 
enough the Committee says that ‘nothing should be allowed to obscnre 
the reality that unless a measure of orderly withdrawals takes place, 
mass suicide, as it has been aptly termed by one shopkeeper, will be the 
fate of certain classes of traders.’ The fact remains that the Committee 
has not solved the problem it set out to solve and that an unplanned 
process of concentration, even if subsidised, is likely to alter permanently 
the structure of distribution. The measures outlined for the ‘ reinstate- 
ment’ of the displaced trader, moreover, seem prejudicial to orderly 
reconstruction without providing a tolerable compensation for the small 
man. 

In justice to the Committee it has to be pointed out that they sug- 
gested the consideration of some scheme similar to that which they 
now put forward, as early as July 1941.1 They were rebuffed by what 
they termed ‘a deep-rooted and sturdy spirit of independence together 
with understandable sectional fears,’ but what might rather be ex- 
plained as the unjustifiable optimism of the small and the justifiable 
confidence of the bigger traders in the future. This reluctance to 
collective action continues and must be taken into account as a ‘datum.’ 
Any proposal must, therefore, be framed in a way as to induce rather 
than compel the interests concerned into the acceptance of a scheme. 
The reaction of the traders who formed a protective committee with 
strong Parliamentary representation shows that in this the Committee 
were not successful. 

THE PosiTIon oF (NON-FoopD) RETAIL DISTRIBUTION. 

The Committee has undertaken several surveys of the present con- 
dition of retail non-food trading. The evidence points to the serious 
position of the small shop which is not likely to be reversed and which 
gives the following picture : 


Sample Surveys.? 


Changes in Number of Shops by Size Groups of Non-Food Turnover. 
Categories of Trade (March, 1942)* 


Tobacco, Newspapers, Stat- B G D E FEF G 
ionery, Confect., Hairdressi c 

a eee airdressing 4 6 +6 oe 10s —-18, 14 
All others % change ap SAPs +2 -—6 —12 —22 —8 
Total % change +4 +34 43 —5 —II —19 —1I0 


* A=over £20,000 turnover; B= £10,000 to £20,000; C=£5,000 to £10,000: 
D=£2,500 to £5,000 ; E=£1,500 to £2,500; F={1,000 to £1,500; he de £1,000. 


THE PROPOSED SCHEME. 


The solution proposed by the Committee is based on the establishment 
of a central fund called the Retail Concentration Insurance Fund. 


?Third Report of the Retail Trade Committee, paragraph 16. 

*Seven towns: Derby, York, Newport, Oxford, Ipswich, Gravesend, Rugby. 

* The percentage figures in Table IX of the Report have been recalculated on the 
basis of the absolute figures of Tables VIII and IX as several misprints and mistakes 
occur in the latter. In this recalculation it was assumed that the decrease indicated 
in Table IX refers to the same group of shops as those given in Table VIII. 
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The income of this fund will be derived from a compulsory levy of one 
per cent. of turnover on all retailers! continuing in business.? 

The individual trader is to be left to decide for himself whether he 
withdraws from trade or not. Once he has retired, however, he should 
not be permitted to resume his business except in special circumstances. 
The financial benefits for the retiring trader, who must have been in 
business for at least 12 months before withdrawing, are conceived in 
two alternative forms: (a) The standard benefit is intended to relieve 
the trader who has decided to relinquish his trade, from the burden of 
the contractual obligation for rent which would continue even if he 
were to withdraw from business; (6) the special benefit, on the other 
hand, is a premium for withdrawal intended to stimulate withdrawals, 
and is to be granted even if the trader has no contractual obligation for 
rent. 

The Committee recommends that the standard benefit should be at 
the rate of 5% per annum, calculated on the turnover achieved by the 
trader in the twelve months before his withdrawal. It is to be con- 
tinued only during the currency of his existing lease (or mortgage obliga- 
tion) and would cease on their termination or at the end of the scheme, 
whichever is earlier. The special benefit of an identical percentage is to 
be paid only with respect to six months and its maximum is to be limited 
to {125. The offer to grant a special benefit is to remain open for 6 
months only, after the adoption of the scheme, in order to encourage 
its speedy adoption in appropriate cases.® 

The Committee, apparently, realize that the proposed scheme does 
not go far to allay the fears of the retail-traders ; especially their fears 
for the more distant future. Yet they do not see their way to recom- 
mend measures which would eliminate hardships and give a real chance 
to restart after the war. ‘ We recommend,’ says the Report, ‘ that the 
withdrawing trader should be given a certificate entitling him at the end 
of the period of emergency to prior rights of re-entry into the trade in 
which he had previously been operating.’ But an exception is to be 
made where the trader takes cash payment for his special benefit. The 
Report (though it does not propose that the scheme should be retroac- 
tive in general) recommends that the right to re-entry should be given to 
those who ceased to be in business before the introduction of the scheme, 
provided they had been in business for at least 12 months. ; 

The problem of rationalising retail trade is admittedly a complicated 
one. It is complicated by the fact of the co-existence of different types 
of retail organisations which belong to different stages of economic 
development: Department Stores, Chain Stores, and the small unit 
stores. A concentration scheme must therefore be based on the prin- 
ciple, whereever they co-exist locally, to concentrate within the 

1The Committee was debarred from making recommendations on food-distribu- 


tion. In giving reasons why the interested parties wish the inclusion of food- 
tetail shops it implicitly favours a uniform treatment of all retail shops (paragraphs 
15, 89, 90). 

a Eecent for some small traders below £1,000 turn-over a year who can contract 


out of the scheme. : 
3The fact that the benefit is calculated on the turnover of the last 12 months 
trading results also is an incentive to speedy withdrawal as it is likely that turnover 
will decline. ‘ 4 
4 Cf. Worswick, Rational Retailing in Wartime, But. Vol. 3, No. 13. This has 
been accepted, at least implicitly, by the Committee in their Second Report. 
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above categories on the units which are either the most efficient or 
demand the least specific labour, or a combination of the two, always 
with due regard to the need for efficient retail distribution. 

This cannot be brought about by a voluntary scheme of the type out- 
lined, even if it is reinforced by a most ruthless compulsion of labour. 

As far as the problem of compensation is concerned, the Committee 
does not seem to have been successful in solving the problem.1 It is ob- 
viously insufficient merely to relieve traders of one type of contractual 
obligation, 7.e. rent.2 The trader is also a consumer and as a consumer 
he will not merely have to live but he will also have entered into other 
financial obligations. These are not included in the scheme. To limit 
the special benefit to a maximum of £125 is to limit the encouragement 
of concentration to the smallest shops. No bigger shop could afford to 
take advantage (or rather disadvantage) of this benefit. The proviso 
that on the acceptance of special benefit 9 certificate of re-entry is to be 
granted in conjunction with the amount of compensation is tantamount 
to a total elimination of thesmall trader. But the enquiries of Mr. Madge 
do not seem to suggest that the elirnination, of the small shop kept by 
people otherwise unemployable is desirable from a war-economic point 
of view. The planlessness of the withdrawals, moreover, might cause 
hardship to the consuming population. It will be the financial position 
of the traders which will decide which of the traders will accept even this 
partial compensation and there will be many who will accept even though, 
socially speaking, their shops are needed. On the other hand, the scheme 
is not going to ensure the avoidance of grievous hardship for the small 
trader withdrawing from business, and therefore will cause some of them 
to hang on for longer than it is economically justified in the present stage 
of the war. 

If a scheme of total pooling by districts and/or localities, which would 
give the most efficient and equitable solution, is rejected on political and 
administrative grounds, the solution ought to be approached by a 
planned ‘ marriage’ of shops in the different categories. . The resulting 
increase in profits would thus be divided among the participants of the 
‘concentration.’ If this would not prove sufficient to provide an income 
which, if not identical, is at least in some relation with the pre-war 
income of the displaced trader, budgetary grants should be made through 
regional agencies to provide the income necessary. The principle that 
no income should be derived by the displaced trader renders the scheme 
hopeless from the point of view of an orderly economic mobilisation. 

The finance of the compensation payment is to be derived from a levy 
which will be permitted to enter prices i.e. indirect taxation of a de- 
cidedly regressive type. The fact that in the case of ‘standard’ benefit 
the landlord or mortgage holder is the sole beneficiary of these payments 
is not apt to render the scheme attractive either generally or to the in- 
terests concerned. 

Finally the acceptance of majority recommendations providing for a 


1 The procedure suggested to deal with excessive rents amounts not to a solution of 
the problem but to a shift of the burden from one unit to another. 

? It would seem equitable that the landlord and/or mortgagor should also contri- 
bute his share and not merely in case of ‘ excessive ’ rents. 

* The shops facing the most inelastic demand will shift the burden most easily on 
to the public, i.e. those selling necessities. It is very interesting that only the 


representatives of the Coop. Movement protested against this provision whilst the 
Trade Unions accepted it. 


204 


restricted ‘re-entry ’ into the trade after the war cannot help strengthen- 
ing the tendency to the rise of monopoly trading associations. Once such 
restriction is enacted it will be very difficult to remove it. 


T. BaLocu. 


PROFESSIONAL TRAINING OF WOMEN. 

The Government has put forward a scheme of about 1,000 — 3,000 
state bursaries for University training in physics, engineering and 
chemistry. These bursaries will only partly offset the decrease of 
students in these subjects owing to the call-up. 


TABLE I. 
Approximate Number of Full-Time Students in Universities and University 
Colleges, Great Britain. 
Average 1933/4—1937/8! Autumn 1941? 


In arts subjects 23,000 5,900 
In scientific, technical 

and medical subjects 26,600 19,100 
Total 50,200 25,000 


The action of the Government indicates that existing educational 
facilities are not utilised at full intake capacity, which is not in accord- 
ance with the wartime policy of using all the existing resources. The 
number of skilled and semi-skilled workers has increased during the 
war as the result of training in industry and in the forces ; the number 
of University persons being trained on the other hand has declined. 
This is perhaps a necessity as far as men are concerned ; the number of 
women students, however, could be increased. 

TaBLeE II. 
Proportion of Women Students to the Total Number of Students.8 
Average of Average of Average of Average of 
7979/20— 1923/4— 1928/9— 1933/4— 
1922/3 1927/8 1932/3 1937/8 
Great Britain: %%of students, Uni- 28 30 27 24 
versities and University colleges 


7920 7930 1936 1938 
United States: % of students of 36 38 38 40 
collegiate grade 
1928 1931 1934. 
U.S.S.R.: %%of students at Uni- 28 28 36 


versities and University colleges 
1934/5 1936/7 1937/8 
Germany: % of students at Universities 14 14 11 

1 Statistical Abstract for the United Kingdom. 

2 Cpt. Crookshank acc. to The Times, 12th December 1941. 

8 Statistical Abstract forthe U.K.; Statistical Abstract of the U.S.A.; ‘ U.S.S.R. 
in figures,’ Moscow 1935; Statistisches Jahrbuch fur das Deutsche Reich. The 
British data are based on the annual returns issued by the University Grants Com- 
mittee (There are 16 Universities and three independent University Colleges on the 
grant list. In addition there are the Manchester College of Technology and the 
Glasgow Royal Technical College). These figures are comparable with the data for 
other countries quoted in Table II in so far as they apply to women and men of the 
same age reading for degrees at ‘ institutions of higher learning.’ The German data 
include a certain number of students in what might be termed Senior Technical 
colleges ; the total number of such students in England and Wales, however, does 
not exceed 20% of the number of undergraduates. On the other hand, a number of | 
American students read for degrees in subjects which are not included in the curri- 
culum of British Universities. ’ ; 

The proportion of the male and female student population to the total population 
is as follows: Great Britain 0.1% (1937/8), United States 0.8% (1936), U.S.S.R. 
0.3% (1934) and Germany 0.1% (1937/8). 
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The above Table shows that in the U.S.A. and the Soviet Union a 
relatively higher proportion of women take a University education 
than in Great Britain. In view of the fact that the total number of 
students of both sexes is also higher, there should be significant results 
both in wartime and in the future. A comparison of the proportionate 
numbers of women at various educational stages in England and Wales 
shows a gradual decrease. 


TABLE III. 


Proportion of Female Students to the Total Number of Students (England 
and Wales.) 


1930 1936 1938 
%, of pupils in secondary schools 47 47 47 
% of pupils who passed the first examination 43 42 42 
°/, of pupils who passed the second examination 37 33 36 


1930/31 1934/5 1938/9 
% of undergraduates in Universities and 
University Colleges 25 23 22 


Anincrease in the numbers of women University students would seem 
possible, if means could be found to counteract the general decline shown 
in Table III; an extension of the Government Scheme of state bursaries,” 
if necessary limited only to university training in scientific and technical 
subjects, and a strong emphasis on the need for scientists and technicians 
would achieve some results. In this connection it might perhaps be 
suggested that the future of British Trade may lie in exporting highly 
specialised quality goods and importing semi-finished and finished goods 
of simple manufacture, instead of the former policy of concentrating 
on the export of manufactured goods, to be exchanged against foodstuffs 
and raw materials. It should also not be forgotten that technical 
progress seems to originate in countries with large numbers of trained 
scientists, research workers, etc. big 2 

As the number of would-be students is limited it might also perhaps be 
ee to adjust the distribution of undergraduates in the various 

aculties. 


University Training takes a long time and transfers of students 
amongst faculties might be useful in the case of a protracted war. An 
increase in the number of university trained-female scientists and 
technicians, however, is important both from the point of view of the 
development abroad (U.S.A., U.S.S.R.) and of the increase in skill of 
the population at home. Census data suggest that increasingly large 
numbers of women tend to remain in employment after marriage, and 
it could be assumed that a considerable proportion of women at present 
trained in Universities* would voluntarily remain in employment. 


1 Reports of the Board of Education, England and Wales. 


* An article on the future of exports in The Times (May 13th, 1942) says: ‘ i 
Anal : ‘ May ; ys: ‘We paid 
nothing like sufficient attention to technical training and scientific eb the sited 
sums spent on which yielded rich dividends in other countries.’ : ‘ 
* An informal inquiry in some Oxford Women’s Colleges in February 1942 
¥ i 2 showed 
that about 60% of the students would like to combine marriage with paoieenignnl life, 
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TABLE IV. 


Proportions of Full-Time Students in Universities and University C olleges 
in Great Britain reading for Degrees in Art1and in Scientific, 
Technical and Medical Subjects.? 


: Science? 
Males Females Total Males Females Total 

Cambridge University :3 

1922/23 48.4 64.6 49.9 51.6 35.4 50.1 

1930/31 58.1 Size 58.8 41.9 32.8 41.2 

1938/39 57.4 66.2 58.2 42.6 33.8 41.8 
Oxford University : 3 

1922/23 76.2 91.9 78.8 23.8 8.1 7 Vie 

1930/31 80.2 91.3 82.1 19.8 8.7 17.9 

1938/39 79.5 90.3 81.4 20.5 9.7 18.6 
Great Britain : 

1922/23 32.0 63.1 40.9 68.0 36.9 59.1 

1930/31 43.6 73.9 51.8 56.4 26.1 48.2 

1938/39 38.7 64.7 44.7 61.3 35.3 EE 


H. FRANKEL. 


DIARY 
EARNINGS IN 1938 AND 1942 

The Ministry of Labour has published a statement of average earnings 
in the Principal Industries in the last week of January 1942 on precisely 
the same lines as that for July 1941, which was discussed in BULLETIN 
No. 1, 1942. The averages are affected by the reduced earnings in 
building and other outdoor industries which were interrupted by severe 
weather ; when allowance is made for this it appears that average earn- 
ings for men, for lads, for women, and for girls all rose 6 or 7 per cent. 
in the second half of last year. There is some variation among in- 
dustries ; in particular, earnings in clothing, food and paper and printing 
industries increased only about 2 percent. During this period there were 
additions to wage-rates in the aggregate of the industries included of 3 or 
4 per cent., so that there was some increment due to transfers, additional 
overtime, or similar causes. 

Since 1938 the increase in wage-rates in the aggregate of the industries 
in the survey has averaged 24 per cent., while earnings increased about 
50 per cent. (again making allowance for interruption to building etc.) ; 
of the difference between these figures about severi-tenths can be 
attributed to overtime, piece-work etc., and three-tenths to shifting 
from lower to higher paid occupations. The Cost of Living Index rose 
29 per cent. from October 1938 to February 1942. The earnings of 
youths have increased more than those of men, while those of women 
and girls have increased less. In January 1942 the average earnings of 
men were about 105s. weekly ; at this rate a man with dependent wife 
and two children would not be liable to income-tax. ; 

Coal-mining railways and agriculture are excluded from this account. 
The wage-rates in agriculture for normal hours had increased more than 


1 Including Theology, Fine Art, Law, Music, Commerce, Economics and Education. 

2 Including Pure Science, Medicine, Dentistry, Engineering, Applied Chemistry, 
Mining, Metallurgy, Architecture, Agriculture and Forestry. _ i _ 

3 The Proportion of full time students in Oxford and Cambridge Universities to 
the total number of full time students in Great Britain was in 1922/23—21% ; in 
1930/31 and 1938/39-—22%. 


207 


the average, on railways less. The average earnings per shift of all 
employed in coal-mines increased about 50 per cent. between October 
1938 and January 1942, mainly through flat-rate additions. ; 

Since January 1942 wage-rates for the industries included have risen 
about 1 per cent., on railways about 44 per cent., and for coal-mines 
about 20 per cent. 


CoaL WAGES AND PRICES 

After the increase in coal-miners’ wages had been granted there arose 
the problem of who was to pay the bill. Three ways were open : (z) 
a reduction of mine owners’ profits; (2) an increase in prices; (3) a 
subsidy to mine owners. Only the last two alternatives were considered. 
The first was never taken into account, although the increase in 
wages offered a good opportunity to reduce profit margins, as under 
the regime of excess profit tax, this would have been an incentive for in- 
creased output ;1_ for instance, by concentrating production in the best 
seams. Indeed, firms earning more than the standard profit have no 
such incentive now? and a sufficient reduction of profit margins would 
make them strive to reach the standard profit. It is unlikely that in this 
way all the increase in wages could have been provided for; and some 
high cost producers would have needed subsidies to keep them going, if 
this was considered desirable. The fact is, however, that the problem 
was not even considered, and a good opportunity for its solution has been 
missed. True, coal production is now under direct control, but ex- 
perience shows that direct control should always be supplemented by 
providing incentives. 

From the remaining two alternatives the increase in prices has been 
chosen. This may prove preferable to subsidies but only provided 
certain conditions are fulfilled. As far as household coal consumption 
is concerned the subsidies on other necessities promised by the Ex- 
chequer to balance the rise in coal prices should be equal in the aggregate 
to the total burden imposed by higher coal prices on the consumer ; 
to keep stable the Ministry of Labour cost of living index with its pre- 
war weights seriously affected by rationing etc. is not necessarily equi- 
valent to this condition. 

Further, the rise of fuel cost to industry should not be permitted to 
enter prices of products. Indeed the same problem of incentives under 
E.P.T. regirne arises here as outlined above for coal mining. And 
the case for such a solution is reinforced by the present campaign for 
fueleconomy in industry. Industry must be left to compensate the rise 
in the coal prices by reducing its consumption in the processes concerned, 
or cover it out of profits. If, however, industry were permitted to 
raise the product prices so as to cover the increase in coal prices, the 
incentive to economise fuel will be very much weakened—in particular 
for firms now making ‘ excess profits’ and therefore not interested 
in pressing down the costs of production. 


1 Cf. ‘ The Problem of Profit Margins,’ BULLETIN, Vol. 4, No. 5. 
* Except 20 per cent. repayment of E.P.T. after the war and reimbursement out 


of E.P.T. payments of the deficiencies in the years in which profits are below the 
standard level. 


